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! IN THE TENNESSEE REGULATORY AUTHORITY

NASHVILLE, TENNESSEE
&\I RE: )
. )
UNITED CITIES GAS COMPANY, ) ‘
A Division of ATMOS ENERGY ) Consolidated Docket Nos. 01-00704|afid
CORPORATION INCENTIVE ) 02-00850 x|
PLAN (IPA) AUDIT ) | =
) =8
UNITED CITIES GAS COMPANY, ) sl -
# Division of ATMOS ENERGY ) Moo
CORPORATION, PETITION TO ) e
AMEND THE PERFORMANCE ) o
BASED RATEMAKING ) S| B
»MECHANIS_MBJPER _ )
RESPONSE OF ATMOS ENERGY CORPORATION TO THE ATTORNEY
GENERAL’S WRITTEN DISCOVERY
: Atmos Energy Corporation (“Atmos” or “the Company™) provides this Response to th
ritten Discovery served by the Tennessee Office of the Attorney Gencral, Consumer Advocat:
d Protection Division (“CAPD”).
: INTERROGATORIES
1. State each fact you rely on to support your contention that the amendient to the
AEC PBR proposed in TRA Docket No. 02-00850 should be approved by the TRA.
RESPONSE: The facts supporting the Company’s contention that thF
dmendment should be approved are recited in the order and tanffs in the origi(nal PBR |dockdi
(Docket No. 97-01364) and all documents filed by the Company in Docket Nos. 01-00704 and
(2-00850.
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! 2. Identify all persons known to you, your attorney, or other agent who b :

i:knowledge, information or possess any document(s) or claim to have knowledge, information k -

|

hossess any document(s) which support your answer to Interrogatory number one (1) abowve.

|

Childers, John Hack, Frank Creamer.

RESPONSE: Undersigned counsel, Randal Gilliam, Hal Novak. Pat Murphy, |Patridi |

3. Identify each document, photograph, or any other article dr thin .

hatsoever, which you claim to corroborate any part of your contentions, position or belief ths

fhe amendment to the AEC PBR proposcd in TRA Docket No. 02-00850 should be appr'r)vcd b

he TRA, whether as to the issues of credibility or any other issue, or which is advex‘sei to yop
ontentions, position or belief that the amendment to the AEC PBR proposed in TRA| Docky
I 0. 02-00850 should be approved by the TRA, whether as to the issues of credibility or an:
ther issue.

RESPONSE: Sec the transportation contracts at issue, the order and tatffs in th

original PBR docket (Docket No. 97-01364) and all documents filed by the Company inlDock

T3

Nos. 01-00704 and 02-00850. The Company is unaware of any “document, photograph| or arn:

d¢ther article or thing whatsoever™ which is adverse to its position that the proposed amendmen

should be approved.

=

4. With rcsp‘ect to each person you expect to call as an expert witness, ot provid
gny form of testimony from, regarding this matter, state:

a. their full name and work address;

b. each subject matter about which such witness is expected to testify;
¢. the substance of the facts and opinions to which the expert is expected

tpstify;
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expected to testify; and

i\

lﬁndings, conclusions or opinions.

I

o provide direct testimony in this matter. Atmos’ answers to the remaining questions
Hetters of memorandum have been prepared other than the filings madc in this matter.

o the AEC PBR proposed in TRA Docket No. 02-00850 has been approved, by state and

fir matter number. Provide copies of the documents and things filed in each.

|

(attached).

f(nterrogatory are contained in the pre-filed direct testimony of those individuals. No reports
5. Identify each state where the incentive program set out in the amendme
i RESPONSE: Atmos is not awarc of the details of incentive programs governing oth
ompanies. Atmos has an incentive program in Kentucky similar to the program set forth in th
ﬂroposed tariff (Western Kentucky Gas PBR Order attachcd). LG&E also has a similar order {

Kentucky. (LG&E Order - Kentucky Public Service Commission Docket No. 2001100311

6. Explain in detail the extent to which FERC Order: Modification d

in th:

docke

d. a summary of the grounds or basis of each opimon to which such witnese|
e. whcther or not the expert has prepared a report, letter of memorandun of lr 3

RESPONSE: Atmos intends to call Pat Childers, John Hack, and Frank CrearxJe :

K

L1

|

4

Negotiated Rate Policy, Natural Gas Pipeline Nepotiated Rate Polices and Practices, 104

A r0posed in TRA Docket No. 02-00850 should be approved by the TRA.

RESPONSE: It is the Company’s position that the referenced FERC Order

IMSK 306882 v2
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i
does just the opposite - the 2003 order reaffirms the policy’s effectiveness and specifical

4

rejects one industry commentalor’s suggestion to eliminate the negotiated rate policy altogeth

i
»

tFERC Order at 7 10, 4) (stating that “[tJhe Commission finds that its negotiated rate prograi 1

has been generally successful in providing flexible, efficient pricing of pipeline capacity whi] :
|
itigating pipeline use of market power by means of a recourse rate.”) What the 2003 or

floes do is find a potential for pipeline manipulation under one very specific type of] pricit .

mechanism - basis differential pricing - and disallow that particular pricing mechanism. | (FER

i)rder 1 16, stating that “[t}hec Commission has determined to modify its negotiated rate polig:
)

;[nd will no longer permit the use of gas basis differentials to price negotiated rah
1|rmlsactions.”)l Basts differential pricing 1s the practice of pricing transportation services basar
¢n the difference between the commodity gas price at two different points. (FERC Ordgr q 14,
I;iIone of Atmos’ discounted transportation contracts employ the basis differential pricin

Techanism. (See Aff. of R. McDowell, previously filed in this matter, § 4.) Therefore, the
|

mhanipulation risk the FERC was concerned about and discussed in the order simply dobes ng¢!
exist for Atmos’ discounted contracts. As such, the 2003 FERC Order has no relevance
Whatsoever to the issue of whether Atmos should be able to share in savings resulting from
|

|
iscounted transportation contracts. |
s

(o

' 7. What financial concessions did AEC provide to the pipelines that reache{i

Bgotiated transportation agrecments with AEC? |

—
—t

RESPONSE: None.

8. How much compensation 1s being provided to Mr. Frank Creamer i
|

tlation to testimony, exhibits, or other consulting work for AEC?

—

Bee also, FERC Order Disscnt of Commissioner Brownell, {1, stating that “(1)n this order, the majority prohibits
i a prospective basis the use of gas basis diffcrentials to price negoliated rate transactions

=]
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RESPONSE: Atmos objects to this interrogatory in that 1t is not limited| to an-
particular period of time. Without waiving that objection, Mr. Creamet's total fees for al] Atmg

eintities from April 2000 through the date of this filng total $42.672.

' - 9. Identify all employees of AEC and affiliates who have rccerved or wil

rcheive compensation associated with PBR plan results. How much compensation was and wil

Be provided to each of these employees for the years 1999, 2000, 2001, 2002, 2003 and 2004

Wil the compensation to any of these ndividuals be reduced should AEC not prevail in TRA

i . . i
Tockets 01-00704 and 02-008507 |

| RESPONSE:—No—Atmoremployees—receive"cvmpehsation associated with PBR plap
r;sults.

10.  Identify all AEC and affiliate personnel or agents who are involved in g

{

1
urchasing or transportation decisions and the duties of each employee and/or agent. Provide thk

3

1]

?Iaries, bonuses, and any other compensation provided to each of these and identify hovir much

Q

F this compensation is allocated to Tenncssee €XPEnscs or investments.
RESPONSE: Because the response to this interrogatory contains confidentidl

ififormation protected under Tennessee law, it has been filed under seal.

|
11 Lines 164-166 of Mr. Creamer’s testimony, filed July 30, 2004, describ

A\ T4

g

bw “Atmos could increase its savings on the commodity portion, which it would share in, by

o

+r

ntering into relatively high transportation cost arrangements (which would be passed on to th
rgtepayer) in order to lower commodity costs.” Explain in detail how AEC could do this? Whé
would provide the transportation? Who would provide the gas? How would the gas providet

r¢cover losscs from the transportation provider? If AEC could make money doing this, has thig

o

ready been done? Does AEC intend to pursue the path outlined by Mr. Creamer?

C MSK 306882 v2
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; RESPONSE: Atmos could purchase transportation services from a pipelink

émpany and the commodity from that pipeline company’s affiliate The pipeline company maj

[¢)

k‘mrge “full price” for a service that it might otherwise discount, and have the affiliate [offer b
l

dlilscount off the commodity to secure the deal. This “pass-through” of the implied transportatiofs

[¢]

dscount to the affiliate’s commodity charge to Atmos would be captured as a benefit in the PBR
pﬂan, if transporiation costs werc excluded. Atmos has not to date entered into such transactions.

Isi the future, Atmos intends to follow the guidelines set forth in its PBR tariff, however thos

T

g%ﬁdelmes arc interpreted or amended by this consolidated docket. Because the appropriat

F

_ﬁLbatment of transportation costs will not be determined until the resolution of this consolidated
dpcket, Atmos is without sufficient information to provide further speculation as to ppssible
filture actions.

12, Has AEC or affiliates made gas purchases similar to those illustrated in

Dption 17 of Attachment A to Mr. McCormac’s testimony, filed July 30, 2004, in whijch the
total delivered cost at the “Maximum FERC Rate” would be grcater £han the cost of gas that
could have been purchased at the city gate? Provide details of all such purchases and explain thg
rgasoning behind these purchases.
RESPONSE: Atmos is unaware of any purchascs fitting the specifications outlined if
Mr. McCormac’s hypothetical. As noted in paragraph 5 of the Affidavit of Ron McDowell
previously filed in this matter, Mr. McCormac’s hypothetical is overly simplistic and docs no]
roiﬂcct the realities of the Company’s gas supply purchases. The hypothetical ignores adc{itiona
cm}nsiderations the Company must take into account in making purchasing decisions, indluding
operational, reliability, and safety concerns. Purchases without a separate transportatior

|
cemponent like the “Murfreesboro™ example cited in Mr. McCormac’s affidavit are not generally

¢ MSK 306382 v2
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J
!
|
|
Backed by primary firm transportation and may not be available on critical days. In order
|

Iﬂilcet its service obligations, the Company follows a general practice of subscribing to primat-

1ilrm transportation.  Diffcrences in reliability requirements directly impact pricing fo
|
transportation services. Mr. MeceCormac did not specify the scrvice obligations of the twh
J{elivery hypotheticals; however, in order for the Murfreesboro example to be the low prig:
c‘ption, the service obligation must be interruptible. Consequently, Mr. McCornac is making 4t
:Lpples to oranges comparison that does not take into consideration the reality of the working ga:
r?arket.

| ~137"Does M1 Creamer’s approach to quantifying “fransportation savings,” at

M

pproach he describes in his July 30 testimony from page 13 to 20, result in “transpprtatior
savings” identical in amount to the “transportation savings” which the TRA staff discovered i

s audit of the AEC in Docket 01-00704? If not, provide the “transportation savings” M}

e

o

Lreamer’s approach would provide if his approach were applied to the current PBR plan, anfl
provide the “transportation savings” Mr. Creamer’s approach would provide if his approach werg

1
dpplied to the new PBR plan proposed on Docket 02-00850.

RESPONSE: No, the approach Mr. Creamer describes in his Jaly 30 pre-filed direds

—

estimony (the “Creamer Approach”) does not result in transportation savings identical 1n Amourlt

~

b the transportation savings Atmos calculated in its annual filing for the audit at issue in Dockdt

lar-d

Lo. 01-00704. Atmos has not made complete calculations using the Crcamer Approach|for the

o)

htire audit year, but attached is a chart of calculations for Jupe 2000, November 2000, and

March 2001. Using those calculations as a guide, the total savings Atmos would be entitled t¢

—y

pr the audit ycar under the Creamer Approach would be approximatcly $111,867 less than th

T

w

avings as filed in the Company’s annual filing for the audit year. Atmos has not made quarter]]

el ®|
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of annual filngs for any ycar since the audit year. Atmos objccts to the portion jof thik

—

titerrogatory requesting a calculation of the transportation savings the Creamer Approach would

rovide if applied to the PBR plan proposed in Docket No. 02-00850. The PBR plan proppsed in

hej

D'[ocket No. 02-00850 specifies a mcthod of calculation that is separate and distinct from th

W

(lreamer Approach. Therefore, it is impossible to apply the Creamer Approach to the new PBR

plan proposed in Docket No. 02-00850.

14.  Describe in detail how the FERC's maximum transportation price is set.

rd

RESPONSE: The maximum FERC rate on any given pipeline is set through thel FERC
ratemaking process. The FERC ratemaking process can be separated into five distinct steps:
; 1. Determine the overall costs that should be recovered in the rates;
2. Separate the “test period cost of service™ into pipeline functions such as gathering,
transmission, and storage; '
' 3. Classify “functionalized” costs into demand and commodity components;

4. Allocate demand and commodity components among pllpelme company service

and

5. Design unit rates.
Rates are also designed to reflect the pipeline company’s quality of service. Therefore]
interruptible rates are usually one-part rates that arc generally lowcer and include only 3 small
I

pprtion of the demand cost.

FERC can also influence the ratemaking process to achicve policy goals that are pertinent

—

¢ prevailling market conditions. To achicve policy goals, FERC uses the cost classification

~

spect of the ratemaking process to classify fixed costs and either demand or cotnmodity of some
njixture of the two.
l
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mission, state for each such Rcquest for Admission the following:

Bl
S s i

{ extent it is not a complcte admission;

: correct information;

response to subscction (b) of this interrogatory; and

or your qualification of your admission.

—

Ijterrogatory No. 2.

II. REQUESTS FOR THE PRODUCTION OF DOCUMENTS AND THINGS

15.  If your response to any Request for Admission is other than an unqualifiet!
a. all facts that you contend support in any manner your response to th
b. for any information you contend is incorrect or inaccurate provide the
c. identify all documents, or any tangible or intangible thing that supports in
, any manner y§ur lack of admission or your qualification of your admission

- -dmthename and address of thecustodian of all tangible things identified in

e. the name and address of all persons, including consultants, purporting to

have any knowledge or factual data upon which you base your lack of admission

i RESPONSE: Atmos’ response to this interrogatory is included in the admissioxr

¢sponses below. For Atmos’ response to subsection (e) above, see the Company’s response t¢

Iijterrogatories.

RESPONSE: Attached.

i
Hese Interrogatones.

—

C MSK 306882 v2
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' i
[
RESPONSE: The Company objects to this request on the grounds that the request i

|
|
vigue, overbroad, unduly burdensome and secks information which is irrelevant and nat

1
r¢asonably calculated to lead to the discovery of admissible evidence.

3. Any and all expert rcports which have been obtained from any expert.
| RESPONSE: Other than the documents filed in this matter, Atmos has not
obtained any expert reports related to this matter.

4. Each documecnt, photograph, or any other article or thing whatsoevet,

upon which you rely in support of your contention(s), position(s) or belief(s) that thc amendment
1

—

¢ the AEC PBR proposed in TRA Docket No. 02-00850 should be approved by the TRA.

I RESPONSE: See the Company’s response to Interrogatory No. 3 above. | All of

—

l‘ie identified documents have previously been provided to the CAPD.

5. Provide copies of emails, notes, reports, or studies which are authored

(o

efore January 31, 2001 by any AEC cmployee(s). expert(s), or consultant(s) and which refer to
FERC's maximum transportation price.
RESPONSE: Atmos objects to this request on the grounds the request is vague,
overbroad, unduly burdensome and secks information which is irrelevant and not reasonably
cplculated to lcad to the discovery of admissible evidence. Without waiving that objection

td

A!tmos has made a reasonable search of its records and the only documents it discovered

—

ssponsive to this request are the Company’s ACA and PGA filings and quarterly and lannusf

‘o

BR reports, copies of which have previously been provided to the CAPD.
{

i

l
iic] to make prudent purchasmg and transportation decisions for 1999 through 2003.

6. Produce all documents and things used by AEC or affiliates useak

—

MSEK 306882 v2
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l
|

|
% RESPONSE: Atmos objects to this request on the grounds the request is| vagup
cfverbroad, unduly burdcnsome and seeks ynformation which is irrelevant and not rcasonabl:

alculated 1o lead to the discovery of admissible evidence. Without waiving that objection, fo

fa]

i?e documents Atmos used to make prudent transportation decisions for the specified timj
;?eriod, see the discounted transportation contracts at issuc in this matter; and the Company
PBR plan and quarter]y and annual PBR filings.
7. Produce all documents and thungs used to determine the quality of ga:

purchased from NORA.

RESPONSE: Gas purchased from NORA comes through the East Tennessee Naturf
dFmS’ LLC system and must conform to the quality specifications for that system, a copy of whig}
is attacﬁed.
Jl. REQUESTS FOR ADMISSION

L. A published index for transportation costs does not currently exist.
RESPONSE: Admitted. As noted on page 11, line 249 of Mx. Creamer's pre-file
direct testimony, a published index for transportation costs does not currently exist. Howevek

the absence of a published index for transportation costs do not prevent the use of publishe

~~

]fERC rates as the benchmark of performance for the market place as noted 1 pages 1{1-20 gl

Mr. Crcamer’s pre-filed testmony.

2, AEC knew in 2001 that a published index for transportation costs |did HJPI

e!xist.

RESPONSE: Admitted.
3. AEC knew in 2000 that a published index for transporiation costs|did ni\

gxist.

¢ MSK 306882 v2
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1 RESPONSE: Admitted.

4, AEC knew in 1999 that a published index for transportation costs did nof

RESPONSE: Admutted.

i 5. AEC kncw in 1998 that a published index for transportation costs did nof

RESPONSE: Admitted.

6. AEC knew in 1997 that a published index for transportation costs did no

exXist,

RESPONSE: Admitted.
7. AEC knew in 1996 that a published index for transportation costs ?id not

eXist.

RESPONSE: Admuitted.
8. AEC kncw in 1995 that a published index for transportation costs ¢id no}

exist.

RESPONSE: Admitted.
9. Before the January 31, 2001 meeting with the TRA Staff, AEC had no}

pr‘epared memoranda, emails, notes, reports, studies or othcr documents which refer to FERC’s

rhaximum transportation price.

RESPONSE: Denied. See Atmos’ response 10 Interrogatory No 5 above.
10.  Pages 13-20 of Frank Creamer’s testimony, filed July 30, 2004, provide

ah example of Mr. Creamer’s opinion on “how transportation costs savings should be calgulated

t
for a particular month under the current PBR plan.” Admit that his “current” plan bmd it

17
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i
L

é

fdrmulas have not previously been discussed in any record before the TRA, outsid
d'ockets 01-00704 and 02-00850.

* RESPONSE: Denied. Transportation costs are a feature of the current plag Th

d

NbRA contract is one such example. Sce the order and tariffs in the original PBR |dockel

(]?ocket No. 97-01364) and all documents filed by the Company in Docket Nos. 01-00704, 02
0D850, and 00-00844.
11.  The amount of $.3522, shown under the column titled [“Index

(3/MMBTU)” in the table included in paragraph 21 of Mr. Creamer's affidavit of October 21,

[

D02, is not an index.

RESPONSE: Denjed. While the FERC maximum ratc is not a published index, |it 1s afs

Tdcx which serves as the benchmark of performance as outlined in Mr. Creamer’s pre-filegd

(e

{rect testimony at pages 11-13.
12.  The amount of $.3522 is at least six times larger than the transportatiop

psts of “S ¥ cents” identified in the transcript of Docket No. 97-01364, Volume III page 799.

Q

11|ne 20.

RESPONSE: Atmos admits that the amount of $.3522 is approximately 6 time$ Jarget

than the amount of 5 % cents. All futher allegations contained in this request are denied. ThE

|
referred to costs are two separate cost categories. The amount of 5 Y2 cents is a variablg

o]

bmmodity cost. The amount of $.3522 is the demand rate divided by number of days|(30.4).

i

13.  The term “Bundled Index.” shown under the column titled “Category” in the tablk
i

iticluded in paragraph 21 of Mr. Creamer’s affidavit filed October 21, 2002, does not appear i

the record of Docket No. 97-01364.

¢ MSK 306882 v2
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|
|
[ RESPONSE: Atmos admits that the term “Bundled Index” does not appear in the reco}:
’>f Docket No. 97-01364. However, the concept of a bundled index 1s contained in the currer.
PBR plan. The NORA contract and other city gate purchases are two such examples, as noted ¢
page 6 of Mr. Creamer’s pre-filed direct testimony.
14.  The term “Bundled Index,” shown under the column titled “Category” i
bhe table included in paragraph 21 of Mr. Creamer’s affidavit filed October 21, 2002, is|the fix:
instance of “Bundled Index” being used in Docket No. 01-00704

RESPONSE: Atmos admits that Mr. Creamer’s affidavit filed October 21, 2002 is th

|
i

first instance of the term “Bundled Index™ being used in Docket No. 01-00704. However, th

Concept of a bundled index is contained in the current PBR plan. The NORA contract and oth

Y

ity gate purchases are two such examples, as noted on page 6 of Mr. Creamer’s pre-filed direk
jestimony.

15.  AEC is unable to identify any financial incentive for the pipelines |

provide transportation services to AEC at prices below thc FERC maximum rate.
RESPONSE: Denied. The financial incentive for the pipelines is keeping Atmos as|:
Lustomer.
17.  Any market index for the pricing of transportation services would be leg
than the FERC maximum rate.

RESPONSE: Denied. As noted on pages 11-13 of Mr. Creamer’s pre-file

direct testimony, the FERC maximum rate is the appropriate benchmark of performance af

berves as the index against which Atmos’ performance would be measured.

18.  AEC intends to invite pipeline companies to cnd their discount-pricit;

-

ransportation scrvices being provided to AEC if the TIF tariff is denied by the TRA.

' MSK 306882 v2
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RESPONSE: In the future, Atmos intends to follow the guidelines set forth m 1t
P?R tariff, however those guidelines are interprcted or amended by this consolidated docketl
B:L,cause the appropriate treatment of transportation costs will not be determined until the
refsolution of this consolidated docket, Atmos is without sufficient information to admit dr deny
tln!is request.
é 19.  AEC intends to voluntarily increase its payments for discount-price
trlmsportation services being provided to AEC if the TIF tariff is denied by the TRA.
RESPONSE: In the future, Atmos intcnds to follow the guidelines set forth in it$

|
PBR tariff, however those guidelines are interpreted or amended by this consolidated Jiocket

Because the appropriate treatment of transportation costs will not be determined until the¢

r¢solution of this consolidated docket, Atmos is without sufficient information to admit or deny

this request. |

20.  The transportation prices paid by AEC in the past ate not a market index.

RESPONSE: Atmos admits that the transportation prices paid by Atmgs as 3

r

hole do not constitute a market index. As noted on pages 11-13 of Mr. Creamer’s prie-file
djrect teshmony, the FERC maximum rate is the appropriate benchmark to serve as the index

apainst which Atmos’ performance should be measured.

21.  AEC took no risk to get pipelines to discount their prices for transportatior

rvices provided to AEC.

«

i RESPONSE: Decnicd. Atmos nisked losing any return on its expendifure of
rgsources necessary to procure the discounted contracts.
! 22. The East Tenncssce Pipeline is an upstream pipeline for AEC i

Tlennessee.
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|

Teénnessee.

}

TEnnessee.

Tiennessee.

i
)

(¥}

all-d

Tlennessee.

MSK 306882 v2
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RESPONSE: Atmos objects to this request as vague in that the term *“upstream
pi%)eline” is not defined. On pages 11-13 of his pre-ﬁled direct testimony, Mr. Creamer refers td
ugstream transportation costs (i.c., the transportation costs to get the gas from the well head tq
th%: pipeline receipt point) and downstream transportation costs (i.e., the cost of transporting thd
gzés from the receipt point to the city gate). Atmos 15 unable to ascertain the meaning |of the
tefms “upstream pipeline” or “downstream pipeline” as used in this request.

23. The East Tennessec Pipclinc is a downstream pipeine for AEC ix

RESPONSE: Sce responsc to Request for Admission No. 22 above.

24.  The Tennesscc Pipcline is an upstrcam pipeline for AEC in Tennessee.

RESPONSE: Sec responsc to Request for Admission No. 22 above.

25.  The Tenncessce Pipeline is a downstream pipeline for AEC 1n Tennegsee.

RESPONSE: See response to Request for Admission No. 22 above,

26.  The Texas Eastern Pipeline is an upstream pipeline for AEC in Tennessee.

RESPONSE: See response to Request for Admission No. 22 above.

27.  The Texas Eastern Pipeline is a downstream pipeline for AEC in

RESPONSE: See response to Request for Admission No. 22 above.

28.  The Southem Natural Gas Pipeline is an upstream pipeline for ALEC i

RESPONSE: See response to Request for Admission No. 22 above.

29. The Southcm Natural Gas Pipeline is a downstream pipeline for AEC i

800-1 659625287+ NOST13NOQ ¥3Nva-wold
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RESPONSE: See response to Request for Admission No. 22 above.

The NORA Pipelinc is an upsiream pipeline for AEC in Tennessee.
RESPONSE: See response to Request for Admission No. 22 above.
The NORA Pipeline is a downstream pipelme for AEC in Tennessee.

RESPONSE: See response to Request for Admission No. 22 above.

32.  The Columbia Gulf Pipeline is an upstteamn pipeline for AEC ih

RESPONSE: See response to Request for Admission No. 22 above.

33. The Columbia Gulf Pipeline is a downstream pipeline for AEC ip

RESPONSE: See response to Request for Admission No. 22 above.

34.  The FERC currently develops a maximum annual transportation *ate fa
ach pipeline that, when applied to the pipeline’s contract demand and throughput levels, wi
fhable the pipeline to recover its annual cost-of-service requirement.
RESPONSE: Atmos admits that the FERC currently develops a maximum
:ansportation rate for cach pipcline, and the intent is that, when applied to the pipeline’s ¢ontrag!
demand and throughput levels, the ratc will provide the pipeline with an opportunity to recova

its annual agreed-upon cost-of-scrvice revenuc requircment. All other allegations in this reques!

35.  The FERC’s maximum annual transportation rate for each pipelineg is alst

}inown as the “FERC Maximum Rate.”

30844-000077 09/01/2004
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information to admit or deny whether the rates are always set on an annual basis.

L)

8-

eath pipeline is also known as the “FERC Maximun Rate.” Atmos is without sufficient

RESPONSE: Atmos admits that the FERC’s maximum transportation rate for

Respcctfully submitted,

BAKER, DONELSON, BEARMAN
CALDWELL, & BERKOWITZ, P.C.

I hereby certify that a true and correct copy pf the foregoing has been served via U.S
Mall, postage prepaid, upon the following this the L

MSK 306882 v2
130844000077 09/01/2004

980/610 d

- ---- —  ——— - Misty Smith Kelley, TN BPR # 19450
1800 Republic Centre
633 Chestnut Street
Chattanooga, TN 37450-1800
(423) 752-4417
(423) 752-9527 (Facsimile)
jeonner@bakerdonelson.cotn :
mkelley@bakerdonelson.com '
Attorneys for Atmos Energy Corporation

CERTIFICATE OF SERVICE
l

day of September, 2004: |

Russell T. Perkins
Timothy C. Phillips
Office of the Attorney General
Consumer Advocate & Protection Division
P.O. Box 20207
Nashville, TN 37202

Randal L. Gilliam :

Staff Counse] |

Tennessee Regulatory Authority
460 James Robertson Parkway

Nashville, TN 37243
C/gi/ﬁ//@f

|
|
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VERIFICATION

! I, Patricia J. Childers, hereby depose and say, after having been first duly sworn, that 1

have read the foregoing Interrogatories and the answers and responses thereto are true according
1 the best of my knowledge, information, and belief,

| ‘//QQMQE) Ol ctees)

Name:_Patricia J. Childers

£

t

Title: Vice President — Rates & Regulatory Affairs
STATE OF Tennessee

)
)
COUNTY OF _Williamson )

‘ Personally appearcd-beforc-me, @taa@%ﬂm —,-with whom I am personally

adquainted, and who acknowledged that he has anstvered the foregoing Interrogatories and
executed the foregoing instrument for the purposes therein contained.

Witness my hand, at officc, on this ﬁ ) day of aujfuai , 2004.

NOTARY PUBLIC

My Commission Expires: Q-4 5"‘0‘/
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

n the Matter of:

e =

MODIFICATION TO WESTERN )

KENTUCKY GAS COMPANY, A DIVISION )

| OF ATMOS ENERGY CORPORATION, GAS ) CASE NO.
COST ADJUSTMENT TO INCORPORATE AN ) 2001-00317
EXPERIMENTAL PERFORMANCE )
BASED RATEMAKING MECHANISM (PBR) )

ORDER

In Case No. 1997-00513, the Commission approved an experimental das

procurement  performance-based rate-making mechanism ("PBR") for Western

Kentucky Gas Company (“Western").1 The experimental PBR, approved as a 3-year
pilot, benchmarked all components of Western’s gas cost and provided for a 50/50
'sharing between ratepayers and shareholders of the amounts by which Western's gas
costs varied from the benchmarks. The gas cost/gas procu:rement components
contained in the PBR are: (1) Gas Acquisition Index Factor (“GAIF"); (2) Transportation
Index Factor (“TIF™); and (3) Off-System Sales Index Factor (“OSSIF”).

The GAIF includes Western's commodity costs, which are benchmarked based

|
on the average of four indices, Gas Daily, Natural Gas Week, Inside FERC, and

NYMEX closing prices. After the Commission approved the PBR mechanism, Western

signed a full requirements gas supply contract with Noram Energy Services, inc. and

: ' Case No. 1997-00513, Modification to Western Kentucky Gas Company, A
Division of Atmos Energy Corporation, Gas Cost Adjustment to Incorporate | an
. Experimental Performance-Based Ratemaking Mechanism, Order dated June 1, 199

o
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)ater entered into a similar agreement with Woodward Marketing, L.L.C. ("Waodward?).
The contract excludes supply reservation fees and supplies gas to Western at a
discount from the PBR benchmatrks.

The TIF includes pipeline transportation costs, which are benchmarked against

Western’s pipeline suppliers’ FERC-approved transportation rates. Western's pipeline
suppliers are Texas Gas Company, Tennessee Gas Pipeline Company, Trunkline Gas,
‘Midwestern and ANR Pipeline. The release of pipeline capacity (“capacity release”),

iwhich is a sub-part of the TIF component of the PBR, is an activity in which Western

ihad engaged prior to the implementation of the PBR. Therefore, the experimental PBR
contained a capacity release threshold that Western had to exceed before shareholders
could participate in any savings realized through capacity release activities. During he
pllot Western established a commission-based sales program within its gas sup!ply
contract that paid a 10 percent commission for each dollar of capacity released.
The OSSIF reflects Western’s net revenues, or savings, from off-system sajes
transactions. If revenues realized exceed the costs of such transactions, there are
savings to be shared between ratepayers and shareholders. If costs exceed revenJes,
there are increased costs to be shared. Western did not use this mechanism during the
pilot period. In order to increase the value of the contract to bidders, Western assigned
'the management of its storage and transportation assets to the supplier who retaiTed

the benefit of any off-system sales.

2 case No. 1999-00447, A Formal Review of Western Kentucky Gas Company’s
Decision to Terminate a Natural Gas Sales, Transportation and Storage Agreement with
* Noram Energy Services, Inc. and Enter into a Natural Gas Sales, Transportation and
Storage Agreement with Woodward Marketing, L.L..C.
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l As per the Order approving the pilot PBR, Western filed a report and testimony
:bn the 3-year pilot on September 28, 20012 For the pilot period, Western reported tcjlal
savings realized under the PBR of $9 million. Because shareholders were not able|to
iparticipate in any savings achieved as a result of capacity release activity, ratepayers
Igretained $4.75 million of the total while shareholders received $4.25 million through

|
Western's Gas Cost Adjustment Clause (“GCA").

. A procedural schedule was established that provided for two rounds of discowﬁry,
fintervenor testimony and rebuttal testimony. The Attorney General of the
\Commonwealth of Kentucky (*AG") is the only intervenor in this proceeding. A formal
:hearing was scheduled for February 19, 2002 but was cancelled by Order dated
February 7, 2002, to allow Western and the AG to participate in settlement discussiops.
‘Commission Staff also participated in the discussions on a limited basis. On February
18, 2002, the parties filed a joint motion for approval of a Setllement Agreement
f("Semement") resolving, to their satisfaction, the issues in this case. The Settiement is
| attached as Appendix A.

The parties agree that the Settlement is for the purposes of this case only and
shall not be binding on the parties in any other proceeding before this Commission or in
‘any court and shall not be offered or relied upon in any other proceeding involving
Western or any other utility regulated by this Commission.

The parties urge the Commission to review and accept the Settlement in its

entirety as a reasonable resolution of the issues in this proceeding. While the overall

' reasonableness of the Settlement is an important factor, the Commission is bound by

: 3 By Order dated October 22, 2001, Western was authorized to continue the
. PBR for 60 days after the Commission has entered its final order in this case.

3.

gll-d4 990/620 4  600-1 659625627+ NOSI3NOQ ¥3)vg-Loi4  wdG2:g) p002-|0-des



!law to act in the public interest and review all elements of the Settlement. | In
| determining whether the results of the Settlement are in the public interest and
;beneﬁciai to the ratepayers, the Commission considered the fact that the Settlement is a

i
' unanimous agreement of the parties.

After review of the Settlement, an examination of the record, and being otherwise
sufficiently advised, the Commission finds that the Settlement is reasonable. The
following is a synopsis of the terms of the Settlement:

1. The Commission will accept the Report on the 3-year experimental RBR

| filed September 28, 2001.

2. Western's pilot PBR, as modified, will be extended for a period of 4 years.

3. Westerh will issue a Request for Proposal for a new gas supply contragt.
4. The sharing mechanism will include two bands: (1) 0 percent to 2 percL;nt;
and (2) over 2 percent. If Western contracts with a third party to manage its gas supply,

the shanng ratio in the first band will be 70/30 in favor of the ratepayer and the sharing

ratio for the second band will be 50/50. If Western manages its own gas supply,| the

sharing ratio for the first band will be 75/25 in favor of the ratepayers, and the sharing

ratio for the second band will be 50/50.

5. The GAIF will be the simple average of the indices for National Gas Wléek,

Gas Daily, Inside FERC's Gas_Market Report and the NYMEX. If the supply is

" managed “in-house,” the NYMEX will not be part of the benchmark.
6. Intra-month swing gas will be benchmarked against Gas Daily only.

7. The capacity threshold requirement will be eliminated from the TIF.
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; 8. The OSSIF will be expanded to include off-system sales of storage

1
Iservices.

9. Western withdraws its request for the Storage Development and Cost

Recovery Factor mechanism.

10. Western will extend its existing gas supply contract with Woodward unti] it

kither resumes management itself or contracts with a new supplier.
11.  No later than 3 months from the first day of the month following the month
the Order is entered, Western will report to the Commission that it has elected jto

}
manage its own gas supply needs or it will file an application for approval of a new third-

Party gas supply contract.

12.  The effective date of the Commission's Order will be the first day of the
month following the month in which the Commission enters its Order.

IT IS THEREFORE ORDERED that: |
4. The Seitlement set forth in Appendix A to this Order Is hergby

incorporated into this Order as if fully set forth herein.

2. The terms and conditions set forth in the Settlement are approved.

3. The tariff changes included in Exhibit 1 of the Settlement are fair, just and

3

reasonable.
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| 4, Any party wishing to exercise its right to withdraw from the Settlemegnt
|l:hall notify the Commission in writing of its intent within 10 working days of the date|of
'this Order.

E 5. If the Settlement is withdrawn due to any party's withdrawal from the
iSettlement, this Order is vacated without further Order of the Commission.,

6. Within 20 days from the date of this Order, Westemn shall file with the
Commission revised tariff sheets setting out the rates and tariffs approved herein.
These tariff sheets shall show their date of issue, the effective date, and that they were
fissued by authority of this Order.

Done at Frankfort, Kentucky, this 25" day of March, 2002.

By the Commission

" ATTEST:

7 T ST

1 Executive Director

LY
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APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2001-00317 DATED March 25, 2002
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COMMONWEALTH OF KENTUCKY
f BEFORE THE PUBLIC SERVICE COMMISSION

REC
. in the matter of. EEVED
FEB 18 zp
. MODIFICATION TO WESTERN ) -
L KENTUCKY GAS COMPANY, A DIVISION ) CLIC Strvie
, OF ATMOS ENERGY CORPORATION, GAS ) ISSION
; COST ADJUSTMENT TO INCORPORATE AN ) Case No.
’ EXPERIMENTAL PERFORMANCE ) 2001-317
BASCD RATEMAKING MECHANISEM (PBR) )

SETTLEMENT AGREEMENT
THIS SETTLEMENT AGREEMENT is made and entered into this [2 _]day

| of February, 2002 by and between the Attorney General of the Commonwealth of
Kentucky, by and through his Office for Rate Intervention (the “Attorney General”)
and Westemn Kentucky Gas Company' ("Western”).

WITNESSETH: That whereas, on September 28, 2001, Westem,
pursuant to the Commission’s Order of J_une 1, 1998 in Case No. 97-513,
submitted its report on the results of the three (3) year experimental Performance
. Based Ratemaking {"PBR") and further applied to the Commission for an Order
| modifying and extending Western's PB'R for an additional term of five (5) years
commencing as of Aprit 1, 2002; and, ‘
| WHEREAS. the Commission assigned Western's aforesaid application
| Case No. 2001-317; and,

WIICREAS, on October ‘16,.2001-. the Atterncy General filed for full

intervention in this proceeding to represent the consumers’ interests; and,
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| ! ' '
' WHEREAS, the Commission granted the Attorney General full "
intervention in this proceeding by Order dated October 19, 2001; and,

WHEREAS, pursuant to the Commission's procedural schedule extensive

discovery has boen exchanged by and among the parties and the Commisaion

t

~

Staff; and,

WHEREAS, an Infermal conference among the Attorney {General, Western
and the Commission Staff was held pursuant to 807 KAR 5:001 Section 4 (4) in
order to provide.for the opportunity for settlement on January 29, 2002; and,

WHEREAS, as a result of that conference Western and the Attorney
General have reached agreement on all issues relating to Wgstem’s pending
application for modification and extension of its PER,; and,

WHEREAS, the Attorney General and Western have agneéd to submit this
settlement agreement in the Commission with the requast that it be approved
and sdopted; and, . J

WHEREAS, thu parlies believe hatl the lerms of the settlement set forth
below are fair, just and reasonable-and are in the best interest of Western and
: its ratepayers; and,

NOW THEREFORE, the parties hereby stipulate and agree to tlhe
' following:
1. The Repon filed by Western on September éB, 2001, concerning !

X the results of its three (3) year experimental PBR should be

accepted by the Commission,
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Western's existing PBR, as modified in this setilement, should be
extended for a term of four (4) ye:ars commencing as of the
effective date contained in the Commission's final order in this
proccoding. Weatern agrees to file its report conc:;rning the results
of the initial three (3) years of the PBR within sixty (60) days of the
end of the third year.

Western's existing gas supply agreement will expire at the
termination of Western's existing PéR. Upon entry of an order by
the Commission approving this settlément agreement, Western
agrees 10 promptly issue a request for proposal ("RFP”) for a new
gas supply contract to interested and qualified bidders. The RFP
will include those terms set forth in Exhibit "A”, page 3 of Western's
Initial PBR Report, except as modified by thjs Settlement
Agreement. ..

Under Western's current PBR, the sharing ratic under which
variances between actual costs and benchmark costs are shared
between ratepayeis and shareholders is 50/50. The parties have
agreed to modify t'he sharing ratio to provide for a sliding scale
mechanism, having two bands. The first band will cover gas cost
savings or excess gas costs from 0% up to and including 2.0%. The
second band will cover variances of more than 2.0%. In the event
Western enters inta a third party pas supply agreen":ent under

paragraph 3 of this agreement, and for so long as gas is supplied

6998252620+ NOSTINOQ ¥3Mvg-wo.d

wdg2: g0 y00Z-[0-des



pursuant to that agreement, the sharing ratio for band one shall be
70730 In favor of ratepayers. The sharing ratio for band two shall be
50/50. In the event Western does not award the gas'suppty contract
or must othcrwise commence “in-house” management and
operatlon of its gas supply needs, then for so long as ‘it engages In

- “in-house management” the sharing ratio for band one shall be
75125 in favor of ratepayers and the sharing ratio for band two shali
be 50/50.

5, As {o the Gas Acquisition Index Faclor ("GAIF"), for the purposes of
issuing the RFP under paragraph three of this agreement, and in
the event s third party gas supply agreement is issued under that
paragraph, it is agreed that the simple average of the four current
indices (National Gas Week; Gas Daily: ineide F.E.R.C.'s Gas
Market Report; and, New York Mercantile Exchange (NYMEX)) for
the Base Load will rematin as currently specified m‘Westem’s tantts,
In the event Western does not award the gas supply contract of a -
third party or must otherwise commence “in-house” management

; . and operation of .its gas supply needs, the NYMEX closing prices

‘ will be removed from the GAIF as a benchmark index for Base

Load and Western shall submit a revised tariff to that effect.

However, as for intra-month swing purchases, Gas Daity will be the

solr hanchmark indey,
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As to the Transportation Index Factor ("TIF"), FERC approved
pipeline transportation rates will continue to serve as the
benchmarks against which Western's négotiated, discounted

pipsline rates are meacured. Additionally, the copacity release .

threshold (“CRT") required by the Commission in Western’s inittal

FBK wifl be eliminated.
The existing Ofi-System Szles Index Factor COSSIF") will be

modified to add off system sales of storage services. Western

: acknowledges that the Commission will-closely-monitor any such

10.

800-1

activity to insure that there is no detrimental impact on Western's
system customers, either from a reliability perspective or from a
cost perspedtive.

Western withdraws its request for a proposed Storage
Development and Cost Recovery Factor ("SDRF") mechanism.

it Is agreed that upon approval of this seitlement agreement by the
Commission, Westem will file the attached amended tariff sheets
which are marked as éxhibﬁs 1", pages 29 A through 29 K,1, and
which are incorporated herein by reference.

if the Commission accepts this settlement agreement, it will be
necessary either to extend thé contract between Woodward and
Western or 10 have Western resume its gas supply operations itself
between the date the Order is enterad and a new cnntract is Iet

under the RFP issued pursuant to paragraph 3 hereof, or a decision
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! is made that no new contract shall be let and Western will resume o ‘
its own gas supply operations, Woodward has agreed to extend the
{ contract with Western on a month to month basis during the interim

period upon thc seme terms and conditions aa the original contract.

e

! For purposes of this Settlement Agreement, “Interim Period” shall
mesn that penod of tlme commencmg as of the effective date of the
Commission's order.accepting this Settlernent Agreement, and
ending at such time as the Commission grants final approvalfo a
nemhiﬁiﬁtﬁé?éupply'agreement'antered—imo-by-Weslern~
pursuant to the provisions of paragraph 3 of this agreement or at
such time as Western elects not to award a third party gas supply .
contract and commences “in-house™ management and operation of
its gas supply neseds, whichever first occurs, Westorn shall report |
to the Commission th'a_t it has elected to commence “in-house”
managegnent of its gas supply needs of file an application for
approval of a new third party gas supply agreement when the
decision is made or the contract is placecli, and in any event no later
than three (3) months following the first day of the month following

: the month in which the order is entered. Under these
circumstances the parties are agreed that the Weodward contract
should be continued for the interim perniod. The benefits of the_

currant PRR have heen derived from the operation of the eontract

and the terms of that contract have been approved by the
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1.

12.

13.

600-1 BS987GLETP+

Commission. An extensio.n of the contract during the interim period
is reasonable.

In the event the Commission accepts lthis Settlement Agreement,
and in the further event Weatern’s existing gas supply agree‘me.-'nt is
exténded (the “émended Agreement”), then and in those events, it
is agre.ed that the amended tariff sheets attached hereto as Exhibit
*4*, pages 29 A through 29 K.1, will apply 1o all transactions under

the Extended Agreement for the Interim Period.

In the event the Commission accepts this Settlement:Agreement,
the parti‘es further request that the Commission’s Order become
effective on the first day of the month following the month in which
the Commission enters such order.

This agreement is subject to th;'a approval of the Commissfon.. if the
Commission fails to a'ccept and approve this settlement agreement
in lts entrety, this proceeding wm‘comlnue and neither the terms of
this agreement nor any other matter raised during the settlement
discussions will be admissible in any subsequeni regulatory or
judicial proceeding and will not be binding on either of the parties
hereto.

If the Commission accepts and adopts this agreement in its
entirety, neither the Attorney General nor Western will request any'

rahaaring ar hring any type of actlen for judicial review.
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|
! WITNESS the signatures of the parties hereto on this the day and date

first hereinabove written. 1

5 ATTORNEY GENERAL OF THE
COMMONWEALTH OF )
KENTUCKY .

3 : - //zﬁ/// |

WESTERN KENTUCKY GAS
COMPANY

By: ﬁl&%—g— Zé:: "
UL .

|
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Western Kéntucky Gas Company
Modification of Performance-Based Ratemaking
Mechanism

Case No. 2001-317

FExhibit 1

Proposed Tariff Pages 29A — 20K.1

Jssne Date: Febrnary 18, 2002

600-1 659628.E27+
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FOREN VICE AREA
' P.S.C.NO, 20
First Revised SHEET No. 29A
Cancelling

| _ Original SHEET No., 29A

WESTERN KENTUCKY GAS COMPANY ' :

! PBR
' Experimental Performance Based Rafe Mechanism R
' Applicable

; To all gas suld . .

Rate Mechani

The amount computed under each of the ratc schedules to which 'this Performance Based Rate )
Mechenism - js . applicable shall be increased or decreased by the Performance Based Rate . :
Recovery Factor (PBRRF) at a rate per 1,000 cubie-feet- (Mcf) of monthly gas consumgption.
Demsand costs and commodity costs shall be accumulated reparately and included inl the
pipeline suppliers Demand Component and the Gas Supply Cost Component of the Gas Cost
Adjustment (GCA), respectively. The PBRRF shall be determined for each 12-month period
ended October 31 during the cffcctive term of these experimental performance based
ratemaking mechanjsms, which 12-ynonth period shall be defined as the PBR period. o

-t A

The PBRRF shall be computed in accordance with the following formula:
PBRRF = (CSPBR + BA)/ES
Where: ” ‘ .

. BS = Expected Mcef sales, as reflected in the Company’s GCA filing for the
i upcoming 12-month period beginning Febriary 1.

X4

CSPDR~ . Cowpuuy Shae of Pafunnwice Based Rutemaking Mechanjsm savings
or expenses. Thc CSPBR shall be calcvlated as follows:
CSPER = TPBRR x ACSP
Where:
ACSP = Applicable Company Sharing Percentage

TPBRR = Total Performance Besed Ratemaking Results. The TPBRR shall be savings or .
expenses created during the PBR period. TPBRR shall be calculated as follows:

' TPBRR = (GAIF + TIF +QSSIF)

ISSUED: February 18,2002 EFFECTIVE:
(Issued by Authority of an Order of the Public Service Cemmussion in Case No. 2001.317 dated )
ISSTIRD RY: William 1 Senier Vice President — Ratee & Regulatory Affairs
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FOR_ENTIRE SERVICE AREA
?.5.C. NO. 20
First Revised SHEET No. 29B

"Cancclling
Original SHEET No. 29B

WESTERN KENTUCKY GAS COMPANY

PBR B
Experimental Performance Based Rate Mechanism (Continuesd) K9

’ GAIF

GAIF = Gas Acquisition Index Factor. The GAIF shall be computer as fpllnws:

GAIJF = GAIFBL + GAIFSL ~

Where:

GAIFBL represents the Gos Acquisition Index Factor for Base Load system supply natutal gas
purchases, .

GAIFSL represents the Gas Acquisition Index Factor for Swing Load system supply atural

gas purchases. :

GAXREL

The GAIFBL shall be calculated by comparing the Total Annual Benchmark Gas Commodity

' Costs for Bose Load (TABGCCBL) system supply natura) gas purchases for the PBR period
to the Total Annual Astunl Gas Commodity Coats for Dasc Load (TAAGCCBL) gystem
supply natural gas purchases during the same period to detennine if any shared .expenscs or

shared savings exist.

TABGCCBL represcuta the Total Annual Benehmark Gas Commedity Costs for Base Load
. gas purchases and cquels the annuel sum of the monthly Benchmark Gas Commedity C
i of gas purchased for Base Load (BGCCBL) system supply

DGCCBL represents Denchmark Gas Commadity Custs fur Buse Lamd pas purchases and
shal) be calculated on a monthily basis and accumulated for the PBR period, BGCCBL shall

be calculated as follows:
BOCCBL ~ Sum [(APYBLI - PEFDCQEL) x SAIBL{] + (PEFDCQBL x DAIBL)

Where:

APVBL is the Actusl Purchased Volumes of netural gas for Base Load system supply for the
month. The APVBL shal) include purchases neccssary to cover retention volumes required by

the pipeline as fuel.

ISSUED: Fehruary 18, 2002 EFFECTIVL:
(Issued by Authority of en Crder of the Public Service Commussion in Case No. 2001-317 dated )

ISSUED BY: Wiiljam J. Senter Vice President ~ Rates & Regulatory Affairs
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«Cancelllng
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WESTERN KEN'I'UCKYI GAS COMPANY . .

PBR
Txperimental Periormance Based Rate Mechanism (Continued) i :

L §
~

*i" represents each supply area.

.
.
s

PEFDCQBL are the Base Load Purchases in Excess of Firm Daily Contract Quantities delivered |- ,
to WKG’s ity gate. Firm Daily Contract Quantities are the meximum dajly contract quantities
which Company can deliver to its city gate under its various fimn transportation agreements and
arrangements,

which Company has finn transportation cntitlements used to transport its naturat gas purchases
and-for-which-price-postings- are-available.- The_five supply areas are TGT-SL (Texas Gas
Trensmission-Zone SL), TGT-1 (Texas Gas Transmission-Zone 1), TGPL-0 (Tennecseq Gar
Pipeline-Zone 0), and TGPL-1 (Tennessee Gas Pipeline-Zone 1), and TGC-ELA (Trunkling Gas

Company-ELA).

( SAIBL is the Supply Aren Index factor for Base Load to be established for each supply 3&: in

The monthly SAIBL for TGT.SL, TGT-1, TGPL-0, TGPL-1, and TGC-ELA shall be caleylated )
using the following formula: :

SAIBL = 1) + k(@ + I () + 1(4)] 14
Where:

“1” represents each index reflective of both supply erea prices and price changes throughout the ,
moonth in these various supply areas.

The indices for each supply zone are as foliows:
SAIBL (TGT-SL)
1 (1) is the avcrage of weekly Natural Ges Week postings for Texas Gas Transmjssion

Corpnsation Zone S1.: Snuth Touisiana as Spot Prices on Interstate Pipeline Syctems
1(2) is the average of the daily high and low Gas Daily postings for Louisiana-Onshore South
Texas Gas Zone SL averaged for the month.
1(3) is the Inside FERC ~ Gas Market Repont first-of-the-month posting for Texas (as Zone SL.

1 (4) is the New York Mercentile Exchonpe Settled Closing Price. . '

ISSULED: February 18, 2002 LFFECTIVE: -
(Issued by Authority of an Order of the Public Service Commission in Case 2001317 dated )
ISSUED BY: WilliamJ Senter Vice President — Rates & Regulatory A ffeir ,
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P.S.C.NO, 20
, First Revised SHEET No. 25D
Cancelling
Original SHEET No. 29T}
WESTERN KENTUCKY GAS COMPANY
PBER ‘
Experimental Performance Based Rate Mechanism (Continued) Y]

IBL -

1 (1) is the average of weekly Natural Gas Week postings for Texas Gas Transmission
- Corporation Zone 1: North Louisiana as Spot Prices on Interstate Pipeline Systems.
I (2) is the aveioge of the daily high and Jow Quy Daily pusiigs for Eusl Texes = North
Louisiana Area - Texas Gas Zone 1 averaged for the month,
1(3) is the Inside FERC ~ Gas Market Report first-of-thc-month posting for Texas Gas Zone 1.

1(4) 7s the New York Mercantile Exchange Scttled Closing Price.
SAIBL (TGPL-0)

1(1) is the average of weekly Naturs] Gas Week postings for Tennessee Ges Pipeline Co.| Zone
0: South Texas a3 Spet Prices on Inlerstate Pipeline Systems.
I (2) is the average of the dajly high and low Gas Daily postings for Texas Sovth — Corpus
Christi - Tenmessee and East Texas — North Louisiana Area -- Tennessce, 100 leg averaged for
the month, '
1 (3) }s the Inside FERC — Gas Market Report first-of-the-month posting for Tennessee Zope 0.
1(4) is the New York Mercantile Exchange Settled Closing Price.

SAIBL (TGPL-1}

1(1) is the average of weckly Natura] Gas Week postings for Tennessee Gas Pipeline Col Zone

1: South Louisiana as Spot Prices on Interstate Pipeline Systems.

I(2) is the average of the daily high and low Gas Dajly postings for Louisiana-Onshore South ~
- 500 leg and=28C0 Jeg average for the month. . i

1(3) is the Inside FERC — Gas Market Report first-of-the-month posting for Tennessee Zoue 1.

1 (4) is the New York Mercantile Exchange Settled Closing Price. '

SAlH (L1804

- I1(}) 1s the average of weekly Natural Ges Week postings for Trunkline Gas Co. East Lovisiana

a3 Spot Prices on Interstate Pipeline Systems. '
1{2) 15 the average of the daily high and low Gas Daily postings for Louisiana-Onshore South,
Trunkline ELA.
1 (3) is the Inside FERC — Gag Markct Report first-of-the-month posting for Trunkline
Louisiana.

1(4) is the New York Mercagtile Exchange Settled Closing Price

ISSUED: February 18, 2002 EFFECTIVE:
. (lssued by Authority of an Order of the Public Service Commission in Case No. 2001-317 dated ")
ISSUED BYt Williarn J. Sonter Vics President ~ Rates & Regulatory Affairs
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WESTERN KENTUCKY GAS COMPANY
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FOR ENTIRE SERVICE AREA
P.S.C. NO. 20

Fivst Revised SHEET No. 29E
Cancrlling

Original SHEET No. 29K

PBR

Experimental Performance Based Rate Mcchanism {Continued) Q-

DAIDL is the Dc.ﬁ-ve':-_y Arca Index factor for Rase Load tu Ue established for purchiuses magdo by
Company when Company has fully utilized its pipeline quantity cntitlements on a daily basis
and which sre for delivery to Company’s city gatc from Texas Gas Transmission’s Zone 2 3 or ,
4, Tenmessee Gas Pipeline’s Zone 2, or Trunkline Gas Company’s Zore 1B.

The monthly DAIBL for TGT-2, 3, 4, TGPL-2, and TGC-1B sball be calculated using the
following: :

DAIBL = Q1) + I(2) + I(3)]1 /3

DAIBL (TGT-2, 3. & 4), (TGPL-2) and (TGC-1B)

1 (1) is the average of weekly Namral Gas Week postings for Spot Prices on Intesstate Plpeline
Systems for Dominion — South. '
I (2) is the everage of the daily high and low Gas Daily postings the Daily Price Survey for
Dominion — South Point. )

1 (3) is the Ipside FERC - Gas Market Report first-of-the-month posting for Prices of Spot Gas
Delivered to Pipeline for Dominion Transmission Inc, — Appalachia.

hd .
TAAGCCBL represents Company’s Total Annual Actual Gas Commodity Costs for Base [Load
delivcries of natural gas purchased for system supply and 1s equal to the total monthly actunl gas
commodity costs,

To the extent that TAAGCCBL exceeds TABGCCBL for the PBR period, then the GAIFBL
Shared bxpenses shail be computed as follows:

GAIFBL Shared Expenses = TAAGCCBL - TABGCCBL

To the extent that TAAGCCBL is less than TABGCCBL for the PBR period, then the GAIFBL
Shared Savings shall be computed as follows:

GAIFBL Shared Savings = TABGCCBL - TAAGCCBL

ISSUED: Fcbruary 18,2002 EFFECTIVE:
(Issued by Authority of an Order of the Public Service Commission in Case No. 2001-317 dated % ‘,
ISSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs
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| WESTERN KENTUCKY GAS COMPANY
l

P.S.C.NO.20
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Cancelling |
Original Sheet No. 29F

PBR

Experimentsl Performanes Based Rate Mechanism (Continned)

" GAIFSL

Thie GAIFSL shajl Le caloululed by comparing the Towl Anoust Benchmark Gas Com fry

Costs for Swing Load (TABGCCSL) system supply natural gas purchascs for swing load for the’
PBR period to the Total Annual Actual Gas Commodity Costs for Swing Load (TAAGCLSL)

system supply netural ges purchases for during the same period to determine if any shared
expenses or shared savings exist.

TABGCCSL represents the Total Annual Benchtmark Gas Commodity Costs for Swing Load gas
-——purchases and equals-the monthly-Benchmark Ges Commodity.Costs of gas purchased for Swing

Lood system supply (BGCCSL).

BGCCSL represents Benchmark Gas Commodity Costs for Swing Load gas puschases and | shall
be calculated on a monthly basis and accumulated for the PBR peried, BGCCSL shgll be

cajoujoted as follows:

BGCCSL = Sum [(APVSLi—~PEFDCQSL) x SAISLi]- + (PEFDCQSL x DAISL)

Where:

APVSL is the Actual Purchased Volumes of natural gas for Swing Loed system supply for the
month. The APVSL shall include purchases neccssary to cover retention volumes required by the

pipeline as fuel. |

“i" represents each supply arca.

PEFDCQSL arc the Purchases in Excess of Firm Daily Contract Quantitics delivered to G's
city gate. Firm Daily Contract Quantities are the maximumn daily contract quantities which
Company can deliver to its city gate under jts variovs firm transportation agreements and

arrangements.

SAISL is the Supply Area Index factor for Swing Load to be established for each supply area in
which Company has firm transportation entitlements used 1o transport its natural gas purchases
and for which price pestings ere available, The five supply areas are TGT-SL (Texag Gas
Transmission-Zone SL). TGT-1 (Texas Gas Trensmission-Zone 1), TGPL-0 (Tennecsseq Gas
Pipeline-Zone 0), and TGPL-1 (Tennessee Gas Pipeline-Zone 1), and TGC-ELA (Trunkling Gas

Company-ELA).

9l1=4

ISSUED: February 18, 2002 EFFECTIVE:

(Issued by A{:thority of an Qrder of the Public Service Commission in Case No. 2001-317 dated ).

ISSUED BY: William J. Senter Vice President ~ Rates & Regulatory Afigirs
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FOR ENTIRE SERVICE AREA

P.S.C. NO. 20 L A
Second Revised SHEET No. 29G !
Cancelllng | N
First Revised SHEET No. 29G !
" WESTERN KENTUCKY GAS COMPANY
' PBR ‘
Experimental Performance Based Rate Mechamsm (Continued) qr
The monthly SAISL for TGT-SL, TGT-1, TGPL-0, TGPL-1, and TGC-ELA shall be calcujated
vsing the following formula: ) )
' SAISLI = (i) "
Where: < i

“I” rcpresents eech index reflective of both supply arca prices and price changes throughout the
month in these various supply areas. .

" r;prese;ts each supply ares.
The index for each supply zone is as follows:

SAISL (TGT-SL) o

1(1) is the average of the daily high and low Gas Daily postings for Louisiana-Onshore South
Texas Gas Zonc SL everaged for the month,

SATSL (TGT-1) . '

1 (2) is the avernge of the daily high and low Gas Daily postings for East Texas ~ ]Jiorth .
Louisiana Area - Texas Gas Zone 1 averaged for the month. !

SAISK (TGPL:O)

1 (3) is the evcrage of the daily high and Jow Gas Daily posti;lgs for Texas South — Corpus
Christi — Tennessce and East Texas — North Louisians Area — Tenncssee, 100 leg averaged for

the month.

SAISL (TGPL-)) ‘ ‘

1(4) is the average of the daily high and low Gas Daily postings for Louisiana-Onshore South -
500 leg and — 800 leg average for the month. ‘

811~

ISSUED: February 18, 2002 EFFECTIVE:
(Issued by Autbority of an Order of the Public Service Commission in Case No. 2001-317 dated ))

ISSUED BY: William J. Gentes Vice Presidunt = Rates & Regulatory Affsirs

-
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WESTERN KENTUCKY GAS COMPANY

FOR ENTIRE SERVICE AREA

P.S.C.NO. 20
First Revised SHEET No. 294

Cancclling
Original SHEET No. 29H

PBR

¥yperimrenin] Perfarmsnce Rased Rate Mechanism (Continued)

AJISL, -ELA
Trunkline ELA.

~ and which are for delivery to Company’s ¢ity gate from Texas Gas Transmission’s Zone 2,
— 4, Tennessce-Gas-Pipeline’s Zone 2,.or-Trunkline Gas.Company’s Zone 1B.______ |

following:

DAISL - I(1)

SL(TGT-2,3, & 4), (TGPL-2) and (TGC-

Dominion = South Point.

dellveries to Company’s city gate and Is equal to the total menthly acrual ges commodity ¢

" . Shared Expenses shall be computed as follows:

GAIFSL Shored Expenses = TAAGCCSL - TABGCCSL

Shared Savings shall be computed as follows:
GAITSL 8hared Savings = TABOCCSL - TAAQCCSE

The monthly DAISL for TGT-2, 3, 4, TGPL-2, and TGC-1B shall be calculated usirwg the

1 (5) is tho overago of tho dnily high end low Goa Dnily poatings for Lovisiana-Onshme South,

DAISL is the Dolivery Arca Indea factor for Swing Load to be established for punduses unds
* by Company when Company has fully utilized its pipeline quantity entitlements on a daily] basis

3or

I (1) i the average of the dazily high and low Gas Dajly postings the Dally Price Survey for

TAAGCCSL represents Company’s Total Annval Actual Gas Commodity Costs for Swing Load

Sts.

To the extent that TAAGCCSL exceeds TABGCCSL for the PBR period. then the GAIFSL

To the extent that TAAGCCSL is less than TABGCCSL fer the PBR period, then the GAIFSL

[ )

ISSUED: February 18, 2002 EFFECTIVE:
(issued by Authority of an Order of the Public Service Commission in Case No. 2001-317 dsted )

ISSUED BY: William J. Senter
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WESTERN KENTUCKY GAS COMPANY

ro SERVICE AREA

P.5.C.NO. 20
Fitst Revised SHEET No. 291
Cancelling
Original SHEET No. 291

9ll-d

PBR

Experimental Performance Based Rate Mechanism (Continued)

TIF

the Total Annual Benchmark Transportation Costs (TABTC) of natural gas transport

applicable to the same period to determine if any shared expenses or shared.savings exist.
The Tutsl Annual Benchnurk Transportation Cost (TABTC) are culeuluwd as follows:

TABTC = Annual Sum of Monthly BTC

Where:
BTC is the Benchmark Transportstion Costs which include both pipeline demand

accurpulated for the PBR period and shall be calculated as follows:
BTC = Sum [ BM (TGT) + BM (TGPL) + BM (TGC) + BM (PPL)]

‘Where:
BM (TGT) is the benchmark associated with Texas Gas Transmission Corporation.

BM (TGPLY is the benchmark associated with Tennessee Gas Pipeline Company.
BM (TGC) is the benchmark associated with Trunkline Gas Company.
BM (PPL) is the benchmark associated with a proxy pipeline. This benchmark, which Wi

capacity from non-traditional sources,

The benchmark associzted with cach pipeline shall be calculated a follows:

BM (TGT) = (TPDR x DQ) + (TPCR x AV) + S&DB
BM (TGPL) = (TPDR x DQ) + (TPCR x AV) + S&DB
BM (TGC) = (TPDR X DQ) + (FPCR X AV) + S&DB
BM (PPL) = (TPDR x DQ) + (TPCR x AV) + S&DB

Where: .
TPDR ia the spplicable Tariffed Pipoline Demund Rete.

TIF= Transportation Index Factor. The Transportation Index Factor shall be czleulated by comparing

services during the PBR period to the Total Annual Actual Transportation Costs (TAATC)

volumetric costs associated with natural gas pipeline transportation services. The BTC shall be

determined at the time of purchese, will be vsed to benchmark purchases of transportation

jon

and

11 be

ISSUED: February 18, 2002 EFFECTIVE:
(1ssued by Authority of an Order of the Public Service Commission in Case No. 2001-317 dated )

ISSUED BY: William J. Senter Vice President - Rztes & Regulatory

A ffairs
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1 FOR ENTIRE SERVICE AREA

, P.S.C. NO. 20
: Fiist Revised SHEET No, 293
| . Cancelling
. Original SHEET No. 29J
WESTERN KENTUCKY GAS COMPANY
! PBR
i Experimental Performance Based Ratc Mechanism (Continued) ey

DQ is the Demand Quantives contracted for by the Company from the applicable transportation
L provider, _
TPCR is the applicable Teriffcd Pipeline Commodity Rate.

AV is the Actual Volumes dclivered at Company’s city gatc. by the applicable transportatjon
provider for the month.

S&DB represents Surcharges, Direct Bills and other applicable amounts approved by the |
Federal Energy Regulatory Commission (FERC). Such amounts are limited to FERC approved
charges such as surcharges, direet bills, cashouts, take-or-pay amounts, Gas Supply Realignment
and-othet Order 636 transition-costs: —_ f

The Total Annual Actual Transporiation Costs (TAA 1L) paid by Company for the PER period
shall include both pipelinc demand and volumetric costs associated with natural gas pipeline
transportation services as well as all applicable FERC approved surcharges, direct bills includpd
in S&DB, less actunl capacity release credits. Such tosts shall exclude labor related or other
cxpenses typically classified as operating and mantenanca expenses.

To the extent that TAATC exceeds TABTC for the PBR period, then the TIF Shared Expenses
' shall be computed as foliows:

] . TIF Shared Expenses = TAATC - TABTC

‘.

To thc extent that the TAATC is loyy tlan TABTC for the PBR period, then the TIR Shared
Savings shall be computed as follows:

TIF Shared Savings ~ TABTC - TAATC

w3

Should one of the Company’s pipcline transporters file a rate change effective during any PBI
period and bill such proposed rztes subject to refund, the period over which the benchmark
comparison is made far the relevant transportation coste will be extended for one or moce 12
month periods, until the FERC has approved final scttled rates, which wil be vsed as the
sppropriste benchmark. Company will not share in any of the savings or expenses rclated to the
affected pipeline umil final sewled ratcs are approved.

OSSIF

OSSIF » Off-System Sales Index Factor. The Off-System Sales Lndex Factor shall be equal to the Net
Pevenue from Off Syctem Sales (NR). -

ISSUED: February 18, 2002 EFFECTIVE:
; (1ssued by Authorsty of and Order of the Public Scrvice Commission in Case No. 2001-317 datcd )
ISSUED BY: William J. Senter Vice President — Rates & Regulatory Alffaiss
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! WESTERN KENTUCKY GAS COMPANY

PBR
Experimental Performance Based Rate Mechanism (Continued) )

I

i

| Net Revenue is caleulated as follows:

NR = OSREV - OOPC '

i Where: ' .

I! OSREY is the total revenue associated with off-system sales and storage service transactions.
ZTrvxce

OOPC is the out-of-pocket costs associated with off-system sales and storage
transactions and shall be determined as follows. )

OOPC = OOPC(GC) + DOPC(TC) + OOPC(SC) + OOPC(UGSC) + Other Costs

i Where:
OOPC {GC) is the Out-of-Pocket Gas Costs associsted with off-system sales transactions; For
off-system ssles utilizing Company’s firm supply contracts, the QOPC (GC) shall be the
b incremental costs to purchase the gas availeble under Company’s firm supply contracts: For off-
. sysiemm sales not using Company’s firm supply contracts, the QOPC (GC) shall be the
: incremental costs to purchase the gas from other entities.

OOPC (TC) is the Out-of-Pocket Transportation Costs associated with off-system |sales
gansactions. Foi ofl-systep sales utilizing Cumpany®s finn ransportation sgreements, the
OQOPC (TC) shall be the incremental cost to vse the transportation available under Company’s
, fim supply conmtrscts. For off-systcm sales not using Company's firm transporiation
| agreements, the QQPC (TC) shall be the incremental costs io purchese the transportation| form
| viher entites.

OOPC (SC) is the Out-of-Pocket Storage Costs associated with off-system sales of storsge. If
this is gas in Company’s own slorage O gas stored with Termessee Gas Pipeline it shall be
—— —priced-at the-average price of the gep in Company’s storage during tho month of solo. If this is
gas from the storage camponent of Texas Gas’s No-Notice Service, this gas shall be priced at
the replacement cosls

OOPC (UGSC) is the Qut-of-Pocket Undcrground Storage Cnsts assnciated with aff-gyctam
sales of storage services. For the off-systems sales of storage services utilizing Company's on-
system storage, the OOPC(UGSC) shall include incremental storage losses, odorization, and
other fuel-related costs such gs purification, dehydration, and compression. Such costs shall :

exclude lahnr-related cxpenses

Other Costs represent all other incremental costs and include, but are not imited to, costs such
: as apphicable sales taxes and excise fecs. Such costs shall exclude labor-related or| other .
expenses typically classified as opersting and maintcnance expenses.

1SSUED: February 18,2002 EFFECTIVE:
(issued by Autheriry of an Order of the Public Service Commission in Case No, 2001-317 dated >

JSSUED BY: William J. Senter Vice President — Rates & Regulatory Affairs
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‘ ' FOR ENTIRE SERVICE AREA
i . P.5.C.NO. 20 :
| Orginal SHEET No. 29K.1 ‘

WESTERN KENTUCKY GAS COMPANY

PBR
‘ Experimental Performance Based Rate Mechanism (Continued)

ACSR

ACSP = Applicable Company Sharing Percentage, The ACSP shall be determined
based on the PTAGSC,

Where: ‘ . .
' PTAGSC = Percentage of Total Actual Gas Supply Costs. The PTAGSC shall be the TPBRR
stated as a Percentage of Total Actual Gas Supply Costs and shall be calculated as follows:

! PTAGSC - TPBRR / TAGSC !
Where: )

TAGSC = Total Actual Gas Supply Costs. The TAGSC shall be caloulated es follows:
TAGSC = TAAGCCBL + TAAGCCSL + TAATC

If the absolute value of the PTAGSC is less than or equal to 2.0%, then the ACSP of 30% ghall

i be applied to TPBRR to determine CSPBR. If the absolute value of the PTAGSC i grester than
2.0%, then the ACSP of 30% shall be applied 10 the amount of TPBRR that is equal t0 2.0% of
TAGSC to determine a portion of CSPBR, and the ACSP of 50% shall be applied to the amount
, of TPBRR that is in excess of 2.0% of TAGSC to determine a portion of CSPBR. Tbese two

| portions are added together to produce the total CSPBR.

BA

BA= Balancc Adjustment. The BA is used 1o recontile the difference between the amoum of
revenues billed or credited through the CSPBR and previous application of the BA and revenues
which should have been billed or credited, as follows: *.

1. Tor the CSPBR, the balance adjustment ameount will be the difference between the anount
billed in 2 12 month period from the application of the CSPBR and the actual amouT used

10 establish the CSPBR for the period.

! 2. Por the BA. the balance adjustment amount will be the diflerence between the aLnount
' ) billed in & 12-month period from the application of the BA and the sctual amount Used to

establish the BA for the perjod.

8 I

' ) Review |
Within 60 days of the end of the third year of the four-extension, the Company wil} file an assessnient

and review of the PBR mcchsnism for the first three years of the extension period, 1n that report and
asscasment, the Cempany will meke any recommonded modificetions to the PDR mechanism ‘

ISSUED:; February 18, 2002 EFFECTIVE;:
(Jssued by Authority of an Order of the Public Service Commission in Cas¢ No, 2001-317 dated )
ISSUED BY; William J. Scnter Vice President - Rates & Regulatory Affairs
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COMMONWEALTH OF KENTUCKY

|

f BEFORE THE PUBLIC SERVICE COMMISSION

In '{he Matter of:

}
| MODIFICATION TO LOUISVILLE GAS
AND ELECTRIC COMPANY'S GAS
SUPPLY CLAUSE TO INCORPORATE
AN EXPERIMENTAL PERFORMANCE

BASED RATEMAKING MECHANISM

CASE NO. 2001:017

et Nt N vl St?

. ORDER

In Case No. 97-171, we approved an experimental gas procurement
pe":rformance-based rate-making mechanism (“PBR") for Louisville Gas and Electric
C?mpany (“LG&E")." The experimental PBR, approved as a 3-year pilot, benchmarked
al; components of LG&E’s gas cost and provided for a 50/50 sharnng between
ra&epayers and shareholders of the amounts by which LG&E’s gas costs varied from the
bgnchmarks. The gas cost/gas procurement components contain‘ed in the PBR are: (1)
Gis Acqguisition Index Factor (“GAIF™); (2) Transportation Index Factor (“TiF"); and (3)
Off-System Sales Index Factor (“OSSIF”).

} The GAIF includes LG&E’s commodity costs, which are benchmarked based on

tHe average of four indices, Gas Daily, Natural Gas Week, Inside FERC, and NYMEX

closing prices. The GAIF also includes pipeline reservation fees that are benchmarked

afjainst the average of the actual reservation fees incurred by LG&E for the twg mos

I

relcent years.

' Case No. 97-171, Modification to Louisville Gas and Electric Company’s Gag
upply Clause to Incorporate an Experimental Performance-Based Ratemaking
'echanism, Order dated September 25, 1997

=
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:: The TIF includes pipeline transportation costs, which are benchmarked a%ainst
LG&E's pipeline suppliers’ FERC-approved transportation rates. LG&E's pipeline
suppliers are Texas Gas Company and Tennessee Gas Pipeline Company. The rejease
of pipeline capacity (“capacity release”), which is a sub-part of the TIF component of the
PER, is an activity in which LG&E had engaged prior to the implementation of the PBR.
THerefore, the expermental PBR contained a capacity release threshold ("CRT") that
LE&E had to exceed before shareholders could participate in any savings reLlized
théough capacity release activities. During the pilot, LG&E did not exceed the CRT]
The OSSIF Teflects LG&E's net-revenues;-or-savings,—from-off-system sales|

4nsactions. If revenues realized exceed the costs of such transactions, therg are

q

t

—

savings to be shared between ratepayers and shareholders. !f costs exceed revenues,
!

there are increased costs to be shared.

t

As per the Order approving the pilot PBR, LG&E filed a report and testimony on
thE 3-year pilot on December 28, 20002 For the pilot period, LG&E reported tota
savings realized under the PBR of $19.6 million. Because shareholders were not ablg
tq participate in any savings achiéved as a result of capacity release ‘activity, ratepayersg
rétained $10.7 million of the total while shareholders received $8.9 million through
LI5&E’'s Gas Supply Clause ("GSC").
A procedural schedule was established that provided for two rounds of discpvery

ntervenor testimony, rebuttal testimony, and a formal hearing. The Attorney General of

the Commonwealth of Kentucky (“AG") is the only intervenor in this proceeding. A

férmal hearing in the matter was held September 5, 2001. LG&E filed a responge to a

2 By Order dated November 5, 2000, LG&E was authorized to continue the PBR
uring the period the Commission was reviewing the operation of the 3-year PBR pilot.

(0%
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|

subplemental data request from Commission Staff after the hearing. Briefs were not

}
fi éld; therefore, the case stands submitted for decision.

SUMMARY OF PROPOSAL

; LG&E proposes to retain the existing features of the PBR and to extend it/ for a
pe!friod of 5 years. It also proposes to add two new features to the PBR. In the QSSIF
caftegory, LG&E presently can sell gas from storage, but cannot sell storage-related
services. It proposes to add the sale of storage-related services as part of the 0SSIF .3
LG&E also proposes to add a fourth category to its PBR, a Storage Development and
Cbst Recovery Factor (“SDCF"), under which it would be able torecovercosts-and earn

a lreturn on new storage enhancement projects through its GSC on a real-time basis

Pr;‘ior to beginning any such project it would be required to demonstrate that the gveral

cc?sts were less expensive than the alternative, purchasing additional pipeline storage.*

ISSUES

E:bview of Pilot

L G&E contends that the PBR has functioned properly by providing incentives fo

itito manage its gas procurement activities in a manner that benefits both ratepayer:
|

ahd shareholders financially while not diminishing the reliability of its gas supply} Th

G argues that the PBR should be terminated, based on his contention that LG&E ha

>

nbt demonstrated that ratepayers were better off under the PBR than they would hav

een under traditional rate-making absent the PBR. The AG contends that LG&E hasf

—F

|
I

3 1t would sell such services only if the prices were sufficient to cover its variable
dosts of providing the service and making a contribution to its fixed costs.

T

4 | the project ultimately exceeded the cost of pipeline storage, the recoverabl
dost would be limited to the cost of the storage alternative.
I
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1
|
|
not shown that the sum of the actual costs charged to ratepayers, plus what they|were
chéarged for the savings that flowed back to shareholders, was less than what the icosts
|
ch'targed to ratepayers would have been absent the PBR.
I L G&E claims it would be virtually impossible to attempt to reconstruct the pilot
petnod and determine what its specific purchasing strategies and decisions would| have
bden had there been no PBR during that time. According to LG&E, absent this
rekonstruction, calculating what its actual gas cost would have been during that period

unider traditional regulation is virtually impossible. The AG argues that LG&E should

hdve been engaged in least-cost-purchasing practices-regardless-of-whether there-was|
2!PBR and that the costs achieved during the pilot can be viewed as the level of |costy -
thlat would have been incurred in the absence of the PBR,
| We are not persuaded by the AG’s argument that the costs incurred during the
PBR pilot accurately reflect the costs that would have been incurred during that period
héd there been no PBR. Absent the PBR, LG&E would have had different incentivey
apd would have engaged in different purchasing activities. The exact extent of [thoseé
differences and the quantification of their impact on LG&E's gas costs is what reithe
L‘G&E nor the AG can determine. Hence, there is no definitive means by which {o say
vs%hether or not ratepayers were better or worse off under the PBR compa ed tg
tfaditional regulation. Because of the incentives built into the PBR, it is reasongble tg
donclude that LG&E's actual gas costs were less than what they would havel beer

nder traditional regulation. However, under the PBR ratepayers paid actual costs, Lll.ﬁ;

—

—

he shareholders’ portion of the savings achieved, based on the difference between

91l-4 890/280 4  600-1 8936252620+ NOST3NOQ d3ve-woid  wdgg:g0 $002-10-d8S



I
actual costs and benchmarked costs. This creates uncertainty as to whether ratepayers

pa%id more, or less, than they would have paid under traditional regulation.
| Even with this uncertainty, we find that the AG has not made a strong argyment
th: terminating the PBR. While LG&E cannot conclusively demonstrate that ratepgyers
arfz better off under the PBR, the AG cannot conclusively demonstrate that they would
bei better off under traditional regulation. Therefore, we find that the PBR should be

i
cqlintinued, with modifications, on a pilot basis, to address this uncertainty. Those

nﬁodiﬁcations are discussed in the following sections of this Order.
M

hdifications to PBR - GAIFE
|

As an alternative to terminating the PBR, the AG makes the following

r Icomm-e.ndations: (1) that the GAIF commodity cost benchmarks be modified; (2) that
t ! transportation cost benchmark in the TIF be modified; (3) that the proposed SDCH
bk denied; and (4) that the extended term of the PBR be limited to 2 years.
In the GAIF, the AG argues that the commodity benchmariks are set higher than
the costs LG&E would incur under traditional regulation because they are basgd o
c?ntracted capacity in the four zones in which LG&E purchases gas rather than the
aktual volumes purchased. The AG also argues that using the mathematical average of
féur indices to establish the benchmark is inappropriate and that specific indices should
ble used to track purchases made on a monthly basis, a weekly basis, and a daily basis
The AG recommends that the benchmarks be modified to reflect actual vo‘lumes
pﬁrchased and that the various indices be applied to the specific types of purghases

lﬁat the given index reports (Gag Daily for daily purchases; Natural Gas Week fof

—r

<

!
beekly purchases; and Inside FERC for monthly purchases). The AG would eliminateg
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|
|
i
i
b

MEX closing prices from the benchmark on the basis that LG&E's purchases are not

N

stiuctured to be comparable to what those closing prices represent.

. LG&E argues that the AG's proposal to use actual volumes purchased in specific
zc:nes and to tie the price to a specific index depending upon whether the purchase is
mbnthly, weekly, or daily, would be inappropriate, would create incentives for it fo not
follow market price changes throughout an entire calendar month, and would improperly,

in%ulate it from price risk. LG&E contends the AG's proposal would create inappropriate

inkentives which could subject it to after-the-fact disallowances because it followed the

intentives rather than changes in market prices. (G&E alsoarguesthat-NYMEX-prices§
should remain in the benchmark calculation, contending that having two indices thal

re,ﬂect first-of-the-month prices (NYMEX and Inside FERC) along with two indices thal

|
réflect changing prices throughout the month (Gas Daily and Natural Gas Week

plovides a better balance to the results.

; The Commission sees some degree of merit in the AG's proposal. Given the
1

uiwcertainty expressed previously, such a modification, during the pilot, would have

psulted in lower GAIF benchmarks, resulting in a reduction in the calculated savings. A

Lduced level of savings would, therefore, have flowed back to shareholders, repultin

—

-—

b a larger portion of the savings being retained by ratepayers. However, we conclud

that such modification would overly limit LG&E's flexibility to acquire gas at the Jowes
feasonable costs, which could result in hugher actual costs than are achievable undgl
the current structure, to the detriment of both shareholders and ratepayers. Therefor
\d:/e find that the existing structure of the GAIF commodity benchmarks should b

maintained.
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I We agree, however, with the AG on excluding NYMEX closing prices from the
be{'nchmark calculation. Given the nature of LG&E's commodity purchases, the

evﬁdence does not support their inclusion in the calculation. As to LG&E's argument

|
cohcerning the appropriate balance of indices to be reflected in the benchmark, we find
a fnore appropriate balance to be one which reflects one index for monthly purchases,

Ingide FERC, one index for weekly purchases, Natural Gas Week, and one index for

da{ily purchases, Gas Daily.

Mbdifications to PBR — TIF

in the TIF, the AG argues that it is inappropriate to use FERC-approved pi}l)eline
trénsportation rates as the benchmarks against which LG&E’s negotiated discounted
pipeline rates should be measured. The AG claims that discounted rates are typ cal in
the industry at present, that LG&E could have obtained discounts under tradjtiona
reéulation, and that it should not be rewarded for doing something that other loca
distribution companies (“LDCs") have done, and are doing, without a PBR. The AG
racommends that LG&E's current discounted pipeline transportation rates become the

bgnchmarks against which its pipeline transportation rates would be measured fin the

erlure.

x LG&E maintains that the AG's proposal, combined with his recommendation that
the PBR be extended for only 2 years, would unfairly penalize it for its past efforts to
aﬁ:hieve long-term cost savings and limit its ability to seek similar long-term savings in

fie future. LG&E claims that the AG's proposal does not recognize the linkage betweep

—

1314

btaining pipeline discounts and the ability to release capacity. Nor does it recpgniz

(@]

L1

—

be potential impact on reliability related to federal regulatory policy that governs th
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cdnditions under which an LDC may terminate a pipeline contract or have right of flrst of
tusal to continue to have access to pipeline capacity on a going-forward basis.

We find that no change to the current transportation cost benchmark, i.e. - the
F#:ERC-approved pipeline rates - should be implemented. While it appears that LG&E

|l
wbuld likely have negotiated discounts of some amount in the absence of the |PBR,

|
tHere is no way of knowing what the magnitude and term of those discounts would have
béen. compared to the discounts negotiated under the PBR. Although, during the pilot,

shareholders may have benefited where they otherwise would not have under tradjtiona

régulation, we recognize that observing areas that need correction, and then making the
n!lecessary corrections, is a primary reason for initially approving programs oh a pilo
phsis. Setting the existing discounts as the benchmark, as proposed by the AG
appears to be a less-than-objective, somewhat punitive means of addressing this issue

We find the FERC-approved transportation rates to be the most objective benchmark fof

this component of costs. The Commission believes adjusting the sharing mechariism i$

;more appropriate means of handling any inequity in the benefits and risks between

hareholders and ratepayers. That issue is discussed later in this Order.

odification to PBR - OSSIF

LG&E proposes to add the sale of off-system storage services to the OSSII

omponent of the PBR. Such services include, but are not hmited to, balancin

iy

dervices, displacement services, parking and loan services, and peaking and othsi
$torage services. LG&E emphasized that it would not offer to off-system customers firy

gtorage services that would jeopardize service to firm on-system or native loag

gustomers. LG&E also emphasized that it would not offer to provide storage servicgs
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|
|
ulless the revenues from such services covered all variable costs and made some
cdntribution to its fixed costs.
|

! The AG made no proposals to modify the OSSIF; nor did he oppose LG&E's
pw}bposed addition of storage services, The Commission believes the addition of
stbrage services as part of the OSSIF is reasonable, at least on a pilot basis, and will
aLprove such addition as proposed. However, we intend to closely monitor this alctivity
tc»: ensure that there is no detrimental impact on LG&E's on-system customers, either
frbm a reliability perspective or from a cost perspective.

i

Modification to PBR - SDRF - i -

e ————eeeeb e

i LG&E states that, from a cost recovery standpoint, the SDRF will level the

aying field between developing on-system storage and purchasing pipeline stprage
|

=

Under traditional cost recovery treatment, on-system storage facilities are considereq
part of an LDC’s investment in plant on which it is permitted to earn a return through
Hase rates, while pipeline storage costs are recovered through the gas cost adjustment

{GCA™), or GSC, in the case of LG&E. LG&E cites as precedent for its proposal the

—

(ommission's treatment of the costs incurred by Delta Natural Gas Company, Ing.

IfDelta") for the development of its Canada Mountain storage field.

~

f The AG opposes the SDRF on the basis that such costs are not gas procuremer

Y

dosts, and should not be eligible for recovery in the absence of a general rat
application. The AG argues that to permit what LG&E has proposed would constitutg
gingle-issue rate-making and allow LG&E to recognize increases in one compohent ¢f

~ost without recognizing changes in revenues and other costs.

z 9
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. LG&E points to the fact that a similar mechanism was previously approved for

lta: however, significant differences in circumstances distinguish LG&E's praposal

frbm the Delta situation.® Delta had no on-system storage and was totally relignt on
e ‘ pensive purchased storage whereas LG&E already possesses a significant amaunt of
-system storage capacity. Delta had identified a specific storage development
ploject, the Canada Mountain storage field, as a means of reducing its reliance or
xpensive pipeline storage; LG&E has no specific projects even in the planning stage al

this time. Delta had developed a specific cost estimate for the project; LG&E, hav)ng ng

ecific projects planned, has developed no such estimates.
in addition to these distinctions, the AG makes a valid argument dgains}

bcovering such costs through LG&E's GSC. Absent extraordinary circumstances, such

pn]

‘s those Delta faced, we find that the costs of storage development projects should

dontinue to be recovered through base rates. However, having reached this conglusion,

m

\ije believe that LG&E should have some incentive to pursue such projects. Therefors,

llthough the proposed SDCF is denied, we find that LG&E should be able to submi

I
dtorage development projects for Commission review, as proposed in the SDCF,

~

0)

L S0 B

cjetermine if a given project is a cost-effective alternative to purchasing pipeline sloragg.
I.$rojects that pass this review could then be treated as regulatory assets, with|LG&
sllowed to accrue AFUDC during construction to cover the carrying costs |on i
hvestment until such time as it can seek recovery through base rates. In this manner

;LG&E would not receive current cost recovery. but it would not forego cost recovery dug

5 Case No. 95-098, The Application of Delta Natural Gas Company, Inc.| for at
Drder Authorizing the Purchase and Financing of the Canada Mountain Storage Field
Order dated September 7, 1993.

-10-
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to;the passage of time between beginning a project and recovering the costs through

bdse rates.®
|

S Jp aring Ratio
I
LG&E proposed no change in the existing sharing ratio, under which variances

bq%tween actual costs and benchmarked costs are shared 50/50 between ratepayers
ahd shareholders. The issue of modifying the ratio was raised through data requests
a%d cross-examination, Generally, both LG&E and the AG indicated that a change in
the 50/50 ratio could be appropriate in conjunction with changes in other aspects pf thé
PBR mechanism, and that such a change should reflect changes in the levels of risk ta
wlhich LG&E is exposed.” :
The two aspects of the PBR under which LG&E has had the greatest exposiure tg

ri.isk are capacity release and supply reservation fees. LG&E did not better the CRT af
|

N

hy time during the pilot due largely to changes within the industry, which reduced the
| :

<

blue of pipeline capacity. In addition, there has been an upward trend in supply

-
-~

bservation fees during the pilot period. The Commission believes that the sharing ratig

nd the components of the PBR should be, and in fact are, interrelated in such [a way

[4b}

114

—

hat the potential risks and rewards to bath ratepayers and shareholders inherent in thg

arious components of the PBR should be reflected in the sharing ratio.

<

Having considered these risk factors, we find that the CRT should be removed

ftom the PBR given the changes in the industry since the approval of the PBR pilo

 This, of course, depends upon whether LG&E files for base rate recovery in f
timely manner.

7 Such changes should also reflect the potential risks to which ratepayers arg
exposed.

-411-
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wever, we conclude that supply reservation fees should remain a component pf the
iAlF rather than being removed from the PBR. Contrary to its expenence of consistent
i \ability to exceed the CRT, LG&E achieved savings of $1,304,000 in one year of the

pilot and incurred costs of $1,219.000 and $126,000, respectively, in the other years, fof

i

a| 3-year net cost of $41,000 associated with supply reservation fees. In additi In, we
ag';ree with LG&E that one of the strengths of its PBR is that it benchmarks |every

bmponent, every dollar, of gas costs. For these reasons, we find that supply

o

reservation fees should remain a component of the PBR.
Having found that the CRT should be removed from the PBR, and that the AG

hises legitimate concerns as to whether ratepayers benefited from the results achieved

-

(@]

uring the pilot under the PBR versus what resuits could have been achieved|under

L7

Laditional regulation, we find that the 50/50 sharing does not accurately reflgct the

—

elative risks to ratepayers and shareholders. A properly structured PBR, with ap

a3

ippropriate sharing ratio, will better ensure that ratepayers benefit under the PBR
c“:ompared to traditional regulation. During the piot, LG&E consistently bettered thg
Benchmarks each and every year by 4 to 6 percent, with an average savings as &
ﬁercentage of total gas costs equal to 4.7 percent. Given LG&E's inabijlity t¢
<;emonstrate that ratepayers were better off under the PBR than they would have beep
|;nder traditional regulation, a 50/50 sharing, after the elimination of the CRT, iE'

\
hnacceptable.

In evaluating possible modifications to the shanng ratio, we have taken in
.?ccount the concerns expressed by LG&E about various asymmetrical types of shari

methods. Having considered those concems, the Commission finds that a sliding sca

-12-
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e:%tension will function in the same way as the cumulative 4-year pilot that was

u#{imatdy approved in Case No. 97-171. Within 60 days of the end of the third| year

which will be October 31, 2004, LG&E should file a report on the 3-year period ended

i

oh that date to initiate a review proceeding of the same type as this proceeding
I

Tbroughout the 4-year period, LG&E will continue to file the quarterly reports wiflh the
Cbmmission as it has during the initial pilot approved in Case No. 97-171.

ifficiently advised, HEREBY ORDERS that:
|

The Commission, having considered the evidence of record and being otherwiseg

o0

1. LG&E’s pilot gas cost PBR, as modified heren, 1s extended for 4|years

fiom the date of this Order. .

2. LG&E'’s proposed storage development cost recovery factor is denied.

f 3. Within 60 days of the end of the third year of the 4-year extension, |LG&k

dhall file an evaluation report on the results of the PBR for the first 3 years of th%

ktension period, and the Commission shall review same for purposes of determining

ool

|
whether the PBR should be continued, modified, or terminated.
4, LG&E shall file quarterly reports of its activity under the extended PBR in
t!;‘\e same manner as it has done during the initial PBR pilot period.

|
5. LG&E shall file its revised tariff sheets setting out the revisions to its|PBR

o

ériff, approved herein, within 20 days from the date of this Order.
i

i

-14-
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Done at Frankfort, Kentucky, this 26" day of October, 2001.

By the Commission

ATTEST:

A Fronas UG -~

Executive Director

|
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2. QUALITL

{s)

(b)

(e)

(d)

(c)

i
|
' GENERAL TERMS AND CONDITIONS (Continued)

&he provisions set forth in this Sectien 2 shall apply to all gas
reccived by Transporter under this Tseriff,

The natural gas shall have a total heating value of not lees than
hine hundred esnd sixty-seven British thermal units per cubic foot
(measured on a dry bagis). Shipper may subject, or permit the
subjection of, the natural gas to compression, cooling, clesning
and other processes snd helium, natural gaseline, butane, propene,
and any other hydrocarbons except methane may be removed prior to
Helivery to Transperter. 1In the cvent that the total hesting
value of gas, per cubic foot, in sny month when determined as
provided in Section 3.2 hereof, falls below nine hundred ahd
sixty-seven British thermal units per cubic foot, Transporter
shall have.the_option to refuse to.accept said _gas_so_long_ag said

total hesting vslue remains below nine hundred and sixty-seven
Britizh tharmal units per cubic foot.

Bll gas chall be commercislly free {at prevailing precsure and
temperature in Transporter's pipeline] [rom objeactionable odors,
dust, hydrocarbon liguids, wster or other solid or liquid matterxs
that might interfere with its merchantsbility or cause injury to
persont or propertics or interference with proper operatioen of the
‘lines, regulators, metezs or other appliahces through which it
flows and which might become separsted from the gas in
Tronsporter's facilities, and Trancporter may require furnishing,
installation, maintenance and operation of such drips, separators,
heaters and othor mechanical devices as may be necessary to cffect
«complisnce with such requirements (the installation of such
'equipment shall be subject to prior spproval of Transporter as to
the design and construction of such facilities, which approval
;shall not be unreasonably withheld).

i
‘All gas shall contain no more than twenty (20) grains of total
‘'sulphur, nor more than one fourth (1/4) of one grain of hydrogen
isulphide per one¢ hundred (100) cubic feet as determined by metheods
to be mutually agreed upon.

All gas shsll not exceed ten parts per million by volume of
roxygen, and Shipper shall mske every reasonable effort to ksep the
gas free of oxygen.

‘ALl gas shall not contain mere thsn four percent (4%2) by volume of
a combined total of carbon cdioxide and nitrogen components:
iprovided, however, that the totsl carbon dioxide content ghall not
exceed three percent (3%) by volume.
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2.5

GENERAL TERMS AND CONDITIONS (Continued)

() All gas zhall heve & temperature of not more than one
' hundred degrees (100() Fshrenheit.

{(q) All gag ghall have been dehydrated by Shapper for removal of
entrzined water present therein in a vapor state, and in no
event contain more than seven (7) pounds of entrained water
per million cubic feet, at a pressure base of fourteen and
sevehty three hundredths (14.73) pounds per squara inch and
\ a temperature of sixty degrees (60() Fahrenheit as
' determined by dew-point apparatus approved by the Bureau of
Mines or such other apperatus as may be mutually agreed
upon.

The design and construction of any facilities to ke installed by
Shippet in order to comply with the quality gspecificatuions in
lsection 2.1 shall be approved by Transporter pxior to such
Ifacilities being placed in service.

Tests to determine sulphur, hydrogen sulphide, oxygen, carbon
,dioxide and nitrogen content shsll be made by approved standard
methods 1n general use in the gas industry.

Fallure to conform to specificatione against objectionable matter!:
If the gas offered for transportation to Trangporter shsll fail at
any time to conform to any of the epecificationz set forth in
Section 2.1, then Transporter shall notify Shipper and thereupon
ymay, at Transporter'c option, refusze to accept such gas pending
‘correction by Shipper. Upon Shipper's failure to promptly remedy
,any deficiency in quality as speclfied in Sectioen 2.1, Transporter
may receive such gess and may make changes nccegsary to bring such
gas into conformity with such specifications, and Shipper shall
l:eimbu:se Trangporter for any resscnable expenge incurred by
Shipper 1in effecting such changes.

‘Notwithstanding the exercise by Transporter of the options in

‘ Section 2 above, Shipper shall use its best cfforts to correct any
quality deficiency in the gas tendered for transportation.
.Further, notwithstasnding Transporter's election under Section 2

. above, Shipper shall reimburse Traneporter for all expenses

1 incurred in repairing injuries to Transporter's facilitles
resulting from deliveries of gas that do not conform to the

| quality specifications set forth in Sectioen 2.1.

U

' Transporter zhall have the right to collect From all Shippers

{ delivering gos to Transporter st a common Receipt Point their pro
' rats share of the cost of any additionsl ges analysis and quality
control squipment that Transporter, at its reasonable diserction,
| determines is reguaired to be installsd ot such Receipt Point to
menitor the guality of gas delivered, With respect to Shippers
subject to Rate Schedules IT, rI-A, and/or FI-GS, the collection
| shall be by mesns of an Incidentsl Charge.
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i GENERAL TERMS AND CONDITIONS (Continued)

'Separation, Dehydration and Processing: Transporter at its
-reasonable discrotion may require that some or all ¢f the gasg to
ba transported be procegnaed te remove liquid and llqueflable
‘hydrocarbonc prict to delivery te Transporter or may require
\evidence that sstisfactory arrangements have been made for the
‘removal of ligquid and 1iqueriable hydrocarbons at a separation and
dehydration and/or processing plant on Transporter's system. 1In
the event Transporter agreas that separation and dehydration
and/or processing will occur sfter delivery of transportatioen gasg
to Transporter, Transporter and Shipper ghnll determine a mutually
lagreeable charge for the transportstion of liquid and liquefiokle
"hydrocsrbons.

MENT ' s
UNt of Measurement: The transportation unit of gas received and

delNvered by Transporter shall be a dekatherm, unless grherwise
indidated in this toriff.

Determihation of Velume and Teotal Heating Value./’gz; volume and
the totaN hesting value of gaz received and deldvered by
shall be determined as follows:

(a}) The uniy, of veolume, for the purposd of measurement, shall be
one (1) bie foot of gas at a tﬁiperatu:e of zixty degrecs
[ (60¢() rahﬁng?EJt, and at @ prqsaur@ of thirty-three
hundredths 33) pounds per, sGqusre inch above an assumed
[ 2tmospheric pxessure of foufteen and four tenths (14.4)

¢ inch (fourteen and seventy-three
) poupds per square inch absolute

pounds per sgu
hundredths (14.
pressure) .

(b) The total heatlng MM us of the gas per cubic foot shall be
determined by cb omat graph located on Transporter's
transmission stem, o located 8¢ 3§ to messure the heating
value of the Q08 del;ve d into Transporter's transmission

] system, ny other methi{d mutyally agreed upon.

{c) Dekathermu delivered ghall
Mcf delivered by the ratio e
gas delivered to 1,000. For p
th% ‘specific gravity and heating
| at’ approximately the same time.

determined by multiplying the
the tota)l heating value of the
poses of thls determination
value shall be determined

' (d) ,The temperature of the gas passing tjrough the meters shall
/" be determined by a temperaturc transdycer, other electronlc
. temperature recording device, a recorxdipg thermometer, or
’ any other method mutuslly agreed upen, installed that it
{ may preperly regexd the temperature of thy gae flowing
through the meters.
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